Approved For Release 20017% §ﬁ -RDP84T

N ’ i o 25 August 1954

THE "NET ESTIMATES' PROBLEM

INTRODUCTION. Ons of the most basic problems faced by
intelligence agemcies is that of obtaining adequate information of opera-
tienal matters and of usimg such information to produce meaningful "'net
estimates” of the capabilities and intentions of other nations, taking
account of our own acts amd facts as they must appear to qthers. In
gencral, U..85. doctrine im the military scrvices has prescribed a sharper
separation Detwuen imtelligence and operations than exists in the UK and
esowme, if not most, other matioms, although in the practical operation of
fisld ‘staffs this separatiom is uswally mitigated or overcome through
weorking understandings. At the highest levels in the scervices, however,
and even in the State Department, there is a strong tendency either to .
keep operational matters whelly in “eperational” chammels, or, if they
are comveyed to intelligence offices, to impese restrictions against dis-

" cussion with outside agemcies. This memorandum deals with efforts made

«

by CIA since the fall of 1950 to meet this problem, in three comtexts:
(1) Natiooal Intelligonce Hetimates handled through regular machinery;
{2) apscific '"net estimates" or '"met cvaluations” handled by special
machinery; (3) the Watch Committee, handling intslligence from the warning
standpoint.

.. 1. Operational Information and National Intelligence lustimates.

In the MIE field, a distinction must be made between the
farnishing of eperatiomal asswnptions amd the furnishing of specific opera-
tional facts, especially comcerning our own capabilities. The former has

mever presonted great difficulties, and is now in satiefactory shape. The

atter, howeveor, has beea troublasome o scversl occasions, and no
satisfactory overall solution has been reached.

In ane type of estimate, dealing with the coneequences of
mdble U. 8. courses of action, epeorational zssumptions ae te U. S.

policy are the foundation of the estimate. The only problem is that of

z#nsuring that the sssumptions bave appropriate backing, and this is now
uevally done threugh the ClA Adviser to the NSC Flanning Board, who may
consnit the Planning Foard as a whele or may deal directly with the depart-
ments meost concerned., Asswoptions are cleared st whatever level is
necessary to acsure their sclidity. This document has hcen
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: In the mere geperal type of estimste. dealing with’pro_bgbl‘c
developments_in 2 given situstion, it is oceasicnally pecessary to bave == -
in addition to the alwayse implicit assumption of no draetic change in everall
use pohcy-- epecific assomptions on such matters a8 Us aid levels, where
the US may affect the gituation drastically and {fmmediately. Since the es-
timmate may be designed to provide' the basis for policy in these very res-
pects, it {s sometimes pecessary o make an arbitrary assumption for the
future. For example, the currently pending estimate on development? in}
Taiwan, to be completed for submission to the Planning Board when the
question of aid levels is discussed, will be based om the assumption thet
the scope and natare of US programs remains as at present. Thus, ihe
estimate will not purport to be definitive (even within the usual limite of
prodicttbnit'y} but will be 3 benchmark obvicusly subject to adjustmrent if
a decision is made to alter the scope and mature of the programs . .

In any event, there is no substantial present problem in obtaining such
‘assumptions, which are usually framed in consultation with the CIA Adviser
to the NSC Planning Board, or occasionally drectly by departments princi-
pally concerned.

In contrast with the relative simplicity of the policy-anaumptimu
problem, the problem of obtaining specific own-capability facts - Or even
assumptions — has peen complex and difficult, Early in the history of the
present NIE machinery, in April 1951, an _a,_t_i._;hn_g_ golution was reached tor
‘one case, an estimate (NIE 27) on the likelibood of invasion of Taiwan.

For this estimate, it was obvicus that the intelligence community needed

to know, generally at least, the dispositions of US forces in the area, eince
these forces were the principle obstacle to Chinecse Communiet action. *

| After some negotiation via the service intelligence heads, appropriate
".'audux_xlptions" appro:dmating the real facts were provided and used.

This specific case was not then made the basis for a general
solution, although the need wag discussed at the working level. No specific

proposal was submitted by O/NE to the Director, or by him to other agencies.

In two major fields, experience has subsequently highlighted
the vacuity of estimates prepared writhout clear knowledge of our own capa-
pilities, With respect to Soviet Bloc capabilities to attack Western Europe.
all estimates through 1950 2d been able to proceed on the assumption of

virtually no Western opposition. From 1951 onward, this assumption became
increasingly less valid, and in the prepartﬁon of the estimates there were

prolonged discussions leading finally to the usc of a fairly meaningless formula
that the Soviet Bloc could vlaunch" a lot of campaligns, including a full-scale
offensive in Western Eurcpe. Whether any meaningf{ul answer could have

been provided in Washington without duplicating the activities of SBAPE is
doubtful, but the fact is that »o machinery existed even for grtting and
incorpareiing {with prope¥ credit) the current conclusions of SAPE. ASB

they (inelly stond the estimsaiad weve osrtaindy wod S ROALH

: o waseRE O this
pesipy,
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It was the secend field, however, that of air. defense of

the Soviet Union, which seemed to Gemeral Smith even more forceful,
and the .experience in this field, in the spring and summer of 1952,
contributed heavily to the campaign launched by him in October 1952,
8¢ discuseed in the next section. What happened was simple, A
ploacer national estimate on Soviet air defense capabilitieg ‘ ran
inte prolenged agency disagreements, in which it became more and more
clear that any description of the effectiveness of Soviet defenses depended
ertizely on assumptions as to our capabilities and sirategy of attack.
Eventually, it wag recognised that without clear guldance on these mattors
the estimate was, in the words of General Smith, merely an inventory of
Soviet assets, and ft was finally approved by the Intelligence Advisory
Committee after most ‘qualitative ¢tatements had been cut out, and after
the titls had been altered to, "The Scale and Nature of the Soviet Afr

ense Effort 1952.54, % a :

is mot made available to the intelligence Community on any systematic
basis adequate for its employment in such estimates. With the develot -
maent of increasingly close and cordial working relationships both in the
IAC itcelf and at the National Estimates Board and Staff levels, it ig
Al t0 say that o great deal of such information is in fact fed informally
into the estimates. But much operational i{nformation ig still withheld
whelly, and the overall situation {s far from satisfactory,

- 2. Special Machinery for "'Net Estimates"

expressed his opposition to the assignment — the Joint Chiefs of Staff were
diftident, apd the upshot was an NSC directive, of August 30, 1951, that
DCX Prepare i "num.muy evaluation" in collaboration with the Joint Chiefs
of Swff and with the internal security committees.

and without &ny cetitrsl mechanism, wag a nightmare. The Intelligence
Advisory Committes speedily produced the necessary basic estimate of

Boviet groan capabilities (SE-14, 1g October 1951}, and the internal security
committees furnished adequate contributions . However, the Joint Chiefg

of Stafs contribution wau delayed for several monthe and when {inally pro-
duced, in May 1952, preved to be hased on the mmost extreme porszible
estimates o foviel capabilities and cn several other questionable assumptions,
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Sendth rogurded thle coolrifvetion oe vasatisfaciory and assigned two members o
of the Bowrd of Mationel Estimatos, Mr. E. M. Hoover and Vice Admiral ‘
B. M. Bieri {former Deputy Chief of Maval Operations), to the task of pro-- Ly
ducing an integrated evaluation merging all contributions, and modifying thé 5
JCS comtributicm. The onsulng procedure was trying to all concermed. It K
finully produced a report which General Smith accepted as the best obtainable ;
in the circunstances, amd which he forwarded to the NSC om 14 October 1952, :
. In his accompanying memorandum General Smith noted the ;
defects of the report, and gave three "primary reasons" for them. The !
third of these was: : !
"c¢. There i{s at present no machinery to plan, guide, ¢
coordinate and produce an appraisal or estimate £

based on the integration of national intelligence -’

with military, political, and ecomomic operational P
data dealing with our own capabilitics. g

Gemeral Smith recommanded that as an interim' measure he be instructed

%0 prepare terms of reference for a more adequate study of the problem, L=
and that the Council: 1

“c. Comcurremtly, instruct the Director of Central
Intelligence to examine, in collaboration with
officials of other governmental bodies as needed, r
the adequacy of present machinery, and the |
character of any new machinery that may be i
required in order to plan, guide, coordinate,
and produce for the Natiomal Security Councii, P
Wpow request, evaluations in the mature of o
“Commander's Estimates,” of the USSR's b
capabilities and intentions vis-a-vis the United '
States, based upon the integration of military,
political, and economic operational data dealing
with United States’ capabilities and intentions,
and natiomal intelligence. "

When General Smith's Yecommendations were forwarded
by the Secretary of Defense to the' Joint Chiefs of Staff for comment, the
JCS respoaded by a sharply critical memorandum, dated November 21, 1952, .
There ensued negotiations, which were limited to the terma of reforence '
amd procedure for a new study, but which also gave an opportunity for
General Smith to clarify his ideas to the Joint Chiefs of Staff on the overall”
problem:. In the light of the change of admirdstrations then in procoss
it was finally decided to let the overall recornmendation {subparagraph c.
quoted above) lie over, while Praceeding with & new ‘'‘net evaluation" on the

- 4 .
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L) Gmnlldwll! Edwards, UBAF (Ret.) — who was in
fact wminttad by the Joint Chisfs of Staff under a gentlemen's agresment
wiﬂ:(i-anbr:!&mh;h with representatives of the JCS, CIA, and the
interansl ucnri.ty commfwtm as full members. .

The so-called Edward; Committes was given a very
short deadline, May 15, 1953, for the preparation of a mew net evalua-
tion to serve as the basis for a policy appraisal of the whole field of
continental defense. Through the able leadership of General Edwards and
with 2 large share of credit also to Lt., General H. R, Ball, representing
CIA, the deadline was mat. Thas resulting report (NSC 140/1, May 18,
1953) although slightly marred by one misunderstanding with the JCS working
level on terms of referemce, was a highly valuable effort substantively.
Organixationally it seemed to CIA, and, it is believed, to the NSC Secre-
tariat and to others familisr with the sarlier failure and with the general
problem, to prove that net evalustions or estimates could be done, even
on the most complex problems, through a process of constant interchange
of fntelligence and operational imformation {(under appropriate security
safeguards), and that the resuiting neot papers wure a vast improvement
on suything that could be dome by intelligence and operations working at
arms' length from each other.

With this pioneer demonstration, attention turned for a
tizne back to the more gensral problem. Largely as & result of CIA urging,
the report of the President's Committee on International Information
Activities (Jackson Comamittes), published June 30, 1933, included as its
very {irst recommendation the following:

*l1. Thes nscessary measures should be taken to
provide met estimates of political, economic
and mﬂw;ry capabllities. (Page 3)"

While this recommendation might have provided a lever
for reopening the over-all question and resurrecting General Smith's
recommendation ¢. of the preceding October {(which was still technically
unfinished business in the N5C), two factors combined to make this appear
undeeirable to the DCI. One was the replacement of most of the Joint
Chiefs of Staff is Angust 1953; the other was the fuct that in its policy
conglderation of comtinental defense (NSC 159 series) the NSC referred all
organisation questions to the Qffice of Defense Mobilisation for study (NSC
action MNa. 873 d., Auguet 1983} Since it wad ¥l Tirst thought that Office
of Defense Mobilization's study would be guickly completed, it geemead

-5
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Yy 2 : to work out agreemnent with the Joint Chiefs

of Staff on a-proper proce in the limited field of continental defense
-before taking up the over-all question again. '

: As it voi‘idd out, ODM encountered substantial delay both
in preparing its recommendations and in getting them cleared by the NSC
Planning Board. Oaly im April 1954 did ODM's paper become available to
NSC. At this point the JCS comment on the ODM proposals revealed that
the ‘new Chiefs" were mot happy about & net estimates procedure under which
ultimate final responsibility was not vested solely in them, and there ensued
a round of negotiations between Mr. Dulles and Admiral Radford, whichk clari-
fied the issue but failed to produce agreement. A aplit paper was finally
submitted to the President amd the NSC om June 9, 1954, and the issue was
resolved by the Presidemt in favor of joint responsibility in the Chairmane of
the Joint Chiefs of Staff amd the Director of Central Intelligence, with other
goverament agencien repressntad om an sppropriate basis. The President
designated Admirsl Radford as Chatrman for the exercise, which is now pro-
cesling with & deadiime of 1 Nevember 1954. Rear Admiral Robbins is
divecting the preject cm Admiral Radford's behalf, while General Bull is again
vepresenting CIA.  Swbstantively the scope of the study has been broadened
%o cover specifically all key US installatiens overseas, thus making possibie
& far more refined and comprehonsive view of Soviet attack strategy than was
pesaible in the Edwards group. Procedurally, it appears at this writing that
the project is being huandled at the working level with a greater degree of
clese cooperation even in tham the Edwards growp.

During the ceurse of the negotiations on the particular com-
tinental defense problem, the ever-all issue was discussed, and the Director,
of Central Intelligence prapoeed that the device of joint responsibility in DCI
and the Chairman of the JCS5, the cane as bebelligence sdviser, the other as
military adviscr, to the Presideat snd the NSC, be cxtended genecrally to cover
problems for which & specific met evaluation, or net estimate, procedure is
appropriate. (S5uch problems, generally speaking, would be those of ‘substantial
scope, invoiving a complicated.study of the interplay of US action and Soviet
counteraction. In situntions where sction on both sides would be simple and
predictable, the use of joimt machinsry might not be warranted.) For the
preseat, this suggestion is mot being pressed, since the success of the new
continental defemse projoct appears to be important in any decleion.

L4

3. The Watch Committne and Opéraﬁmal Information

For that part of the intellgence community that concentratee
or providing warning of hostile action, knowledge of US or allied opr rations
may be cven more vital than for more long-range intelligence efforts. With-
out such knowiedge fnise wernimge may be glven, aveilable intulligence | CXTRY
be sericusly misconstrasd {in either direction), md intelbigence offors TRy
Wit be focured preperiy 8t podute and srepe of fxaaiam |
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»f this problemi is covered in
by the Offics ol Currest Intelligence, the CIA
watch function and with support
Lol - The sesence of the story is that there hae
5. em WO rernotely adsquate procedurs for keeping the Watch Committee
w of eperational matters that could have a bearing on its activides.
' However, as & result of the work of an ad hoc Committee designated by
the IAC In 1953 to review the whole Watch Committee process, the
Director of Central Intelligence, in July 1954, submitted to the NSC, and
the President approved im principls, a directive that operational information
necessary to the Watch Committee's mission be furnished to it, under
appropriate security safeguards. At the date of writing, the exact worlling

' the substance of this directive will provide a broad and adequate

" basis for the proper functioming of the Watch Committee in this respect,
though a0 doubt particular problems of detail and interpretation will arise.
The directive provides that in cases where am agency believes that over- °
riding security considerations preclude release of information (conceded to
be significant to the Watch Committee), the matter shall be referred
initially to DCI, thereafter to the President if DC1 and the referring agency
arc unable to’ resolve it. Thus, the Directer should be in a position to

iron out difficulties as they arise.

It is significant that this directive has had the full
' eupport of the JCS, in principle amd in its genorsl breadth. This "JCS
‘. attitede may be a sigunificant indication of the possibilities for further

imprevement in the fields of mational estimates and of specizl net evaluation
machinery, discussed in the earlier sections of this memorandum.

Dissemination: .,
Original - General Clark -
1 - AD/KE
1 - DD/1 (FNE Tile)
5. - WED
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of this directive remains to be iromed out with the FBI Director. In ClA's
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